FIGURE 1+ WO
PRICE-COST MARGINS AND MARKET CONCENTRATION

WATS DEDICATED OUTBOUND 36 MONTH CONTRACT (1,000 HOURS PER MONTH)

Price-Cost Margin and HHI
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Nole: Sprint uses a 24 month contract.
Sources: Marginal Costs from FCC and WEFA; Rates from HTL Telemanagement, Lid.; and Market Concentration from Multinational Business Services, Inc.




FIGURE THREE

PRICE-COST MARGINS AND MARKET CONCENTRATION
WATS DEDICATED INBOUND (1,000 HOURS PER MONTH)

Price-Cost Margin and HHI

0.20

0.00

1985 1986 1987 1988 1989 1990 1991 1992 1993

HHI AT&T MCit Sprint

Sources: Marginal Costs from FCC and WEFA; Rates from HTL Telemanagement, Lid.; and Market Concentration from Multinational Business Services, Inc.




APPENDIX

This appendix presents detailed price information for various services offered by AT&T,
MCI, and Sprint. For each service category, the baseline level of usage, in hours, is indicated.
The seven service categories represented are MTS (message toll service), WATS (wide-area
telecommunications service) Switched Outbound (200 hours), WATS Dedicated Outbound
(1,000 hours), WATS Dedicated Outbound - 36 Month Contract (1,000 hours), WATS Switched
Inbound (200 hours), WATS Dedicated Inbound (1,000 hours), and Virtual Network (10,000
hours).

All prices are averages based on the usage assumptions described in Appendix Table
One. These assumptions include the percentage of calls made by time-of-day (day, evening, and
night/weekend) and the distribution of calls made by distance (miles). For virtual network
service, assumptions regarding the percentage of originating and terminating calls are also made
(on-net and off-net).

The prices are presented in nominal U.S. dollars per minute of service, by carrier and
service category. The price data are presented in Appendix Table Two and the attached figures.
Prices were obtained from HIL Telemanagement, Ltd.

Each data series presents prices for a service over the period January 1987 - December
1993. The prices that appear in each series are those made effective by carrier price change
announcements. Prices remain valid until the next price change announcement. For example, on
the first page of Appendix Table Two, the price for AT&T's MTS service between January 1,
1987 and January 1, 1988 was $.2978 per minute. For MCI, the price offered between March 1,
1987 and March 1, 1988 was $.2866 per minute. And, for Sprint, the price was $.2892 per
minute between March 1, 1987 and March 1, 1988.



Appendix Table One
~ Rates Used in Calculating the Price-Cost Margins

Service Type AT&T MCI Sprint
MTS MTS Execunet Dial “1”
WATS OQutbound - Switched | PRO WATS Prism Plus Dial “1” WATS Advantage
WATS Outbound - Dedicated | MEGACOM Prism | Ulta WATS
WATS Inbound - Switched 800 Ready Line Business Line FONLINE
WATS Inbound - Dedicated | 800 MEGACOM 800 Direct Ultra 800
Virnzal Network SDN Vnet VPN
Assumptions:
Distribution of Calls by Mileage |
Miles Distribution
0-55 %
56-292 8%
293-430 6%
431-925 30%
926-1910 33%
1911-3000 17%
Time-of-Day Distribution
Day 85%
Evening 10%
Night/Weekend 5%
Virtual Networks
On-Net | Ofi-Net
Originating 80% 20%
Terminsting 25% 75%




Appendix Table Two
Price Per Minute By Carrier and Service

MTS

Date AT&T MCl Sprint

11787 0.2978

I~ 3nm 0.2886 02892

171788 02654

371788 02560 0.2594

— 171789 0.2537 0.2438 0.2496

5/1739 0272 _ 02336

31789 0.2278 0.2294

12178 02280
12/15/89 0.2297

171790 0.2328

2130 02231 02282

/1790 0.223 02236

17181 0.2283

21/1 02219

37191 02221

6/3/91 0.2283

NP1 02267

8191 0.2268

127181 02226

17292 0.2279

1/16/92 0.2240

37192 0.2281

6/1/92 02270

6/18/92 02248

9/1/92 0.2232

11/1/92 0.2270

2/19/93 0.2282

3/4193 0.2249

4/193 02282

6/26/93 0.2273

8/1/93 0.2286

9729/93 0.2347 0.2341

10/1/93 ' 0.2352

1271793 0.2343




Appendix Table Two

Price Per Minute By Carrier and Service

WATS Switched Outbound (200 hours)

(continued)

Date

AT&T

MCI

Sprint

1/1787

0.2575

7/1/87

0.2494

11/1/87

0.2105

1/1/88

02365

3/1/88

0.1986

8/1/88

0.1987

11/1/88

02107

12/1/88

0.2277

175789

0.2016

2/1789

- 0.2086

3/1/89

0.2298

4/1/89

02188

5/1/89

6/1/89

0.1913

9/6/89

02135

10/1/89

11/20/89

02129

175790

0.1967

2/1/90

4/590

0.1957

7127790

02167

8/1/90

02014

8/5/90

0.1994

17381

0.2043

2181

02214

0.2088

5/3/91

0.1996

6/30/91

02232

1382

0.2248

2152

0.2105

25352

0.2031

L

02274

63M2

0.2066

L7

0.2160

RI1:7)

02152

117192

02150

5/1/93

02255

51393

0.2192

8/193

0.2351

02368

8/6/53

0.2322




Appendix Table Two

Price Per Mimute By Carrier and Service
(continued)
WATS Dedicated Outbound (1,000 hours)

Date AT&T MCI Sprint

171787 0.1992

716/87 0.1836
171788 0.1894 —
3/1788 0.1647
11715788 0.1716

121788 0.1393

2/1/89 0.1704

4/1/39 0.1747

571789 0.1620

6/1789 0.1533
9729789 0.1665

1/190 0.1542

3/1/90 0.1609
"4/8/90 0.1651

772790 1660

8/1/90 0.1569

2191 0.1702 0.1592

37181 0.1653
77191 0.1604
12/1691 0.1733

1192 0.1654 0.1684
6/192 0.1762 0.1682
6/19/92 0.1715
8382 0.1780

8173 0.1825

3673 0.1845
10/193 0.1757




Appendix Table Two

Price Per Minute By Carrier and Service

(continued)
WATS Dedicated Outbound, 36 Month Contract (1,000 hours)

Date

AT&T

MCI

Sprint

11787

0.1930

776/87

0.1525

1/1/88

0.1804

3/1/88

0.1359

9/12/88

0.1782

11/15/88

0.1641

12/1/88

0.1701

2/1/89

0.1629

4/1/89

0.1500

5/1/89

0.1546

6/1/89

0.1253

9/29/89

0.1417

171790

0.1324

37190

0.1312

4/8/90

0.1389

5/1/90

0.1298

5129790

0.1376

7127790

0.1381

2191

0.1417

0.1318

37191

7/191

0.1328

12716/91

0.1443

1/1/92

0.1366

6192

0.1469

0.1390

6/19/92

8392

193

0.1523

I vém3

10/1/93

0.1453

Note: Sprint uses a 24 month contract.




Appendix Table Two

Price Per Minute By Carrier and Service
(continued)
WATS Switched Inbound (200 hours)
Date AT&T MCI Sprint
71787 02517
171788 02150 0.2211
371788 — 02207
1271788 02146 '
—_ 21789 0.1891
475789 02138
S/1789 0.1939 _
6/1789 0.1871
7189 02100
2191 02111 ~_0.1968
3NM1 0.1932
/591 02128
107181 0.1986
117151 02168 02020
17192 0.1968
/1792 02198
_6/4/92 02058 —
192 02025
| 111A2 02236 02135 02119
31793 02317
3/6193 02210 02211
127153 0.2300




Appendix Table Two

Price Per Minute By Carrier and Service

(continued)
WATS Dedicated Inbound (1,000 hours)
Date AT&T MCI Sprint
1/1/87 02125
— 3/27/87 0.1749
171788 02027
3/1/88 0.1667 0.1568
71788 0.1684
121788 0.1859
175/89 0.1555
21789 0.1633
4/1789 0.1855
5/1789 0.1586
6/1789 0.1459
[ 1171789 0.1774
1/1/90 0.1482
4/1/90 0.1547
2/191 0.1768 0.1493
3/191 0.1576
47191 0.1498
117191 0.1800
12/4/91 0.1542
17172 0.1605
6/192 0.1822 ﬁ
6/4/92 0.1572
192 0.1633
8/192 0.1850
117152 0.1662
11392 0.1597
[ 21M3 0.1656
I 4%6M3 01717 01738
1071 0.1611




Appendix Table Two

Price Per Minute By Carrier and Service

Virtual Network (10,000 hours)

(continued)

ATET

MCI

Sprint

V1787

0.1669

171788

0.1412

0.1385

1171788

0.1314

12/1/88

0.1324

0.1288

2/1/89

0.1155

4/1/89

0.1273

0.1129

499
61789

0.1211

6/29/89

0.1231

R

0.108]

8/1/89

0.1129

1173789

0.1131

(121789

0.1159

371190

0.1226

6/1/5%0

0.1211

2190

0.1246

3/1/90

0.1178

9/1/90

0.1215

11/1/90

0.1221

4191

0.1159

472291

0.1239

12/1691

0.1260

17192

0.1179

0.1246

4192

0.1182

(L7

0.1320

6/4/92

0.1241

71792

0.1299

31/3

0.1263

4/1/93

0.1344

0.1335

/193

0.1278

8/193

0.1391

8353

0.1280

I 8693

0.1385
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CERTIFICATE OF SERVICE

I, Cheryl A. Peters, hereby certify that on this 24th of July, 1995, a true and
correct copy of the foregoing Reply Comments of Pacific Bell and Nevada Bell was mailed,

first-class postage prepaid, to the parties shown on the attached list.

CaPu

Cheryl A. Peters




Loretta J. Garcia

Donald J. Elardo

Attorneys for MCI COMMUNICATIONS
CORPORATION

1801 Pennsylvania Avenue, N.W.

Washington, DC 20006

Edward Shakin

Attorney for THE BELL ATLANTIC
TELEPHONE COMPANIES

1320 North Court House Road

Eighth Floor

Arlington, VA 22201

Mary McDermott

Linda Kent

Charles D. Cosson

Attorneys for UNITED STATES TELEPHONE
ASSOCIATION

1401 H Street, N.W., Suite 600

Washington, DC 20005

Peter D. Keisler

Attorney for AT&T CORP.
1722 Eye Street, N.W.
Washington, DC 20006

Genevieve Morelli

Vice President & General Counsel

Attoney for THE COMPETITIVE
TELECOMMUNICATIONS ASSOCIATION

1140 Connecticut Ave., N.W.

Suite 220

Washington, DC 20036

0116669.01

Robert M. Lynch

Durward D. Dupre

Thomas A. Pajda

Attorneys for SOUTHWESTERN BELL
TELEPHONE COMPANY

One Bell Center, Room 3520

St. Louis, Missouri 63101

M. Robert Sutherland

Richard M. Sbaratta

Attorneys for BELLSOUTH
TELECOMMUNICATIONS, INC.

4300 Southern Bell Center

675 West Peachtree Street, N.E.

Atlanta, Georgia 30375

Mark C. Rosenblum

Peter H. Jacoby

Mart Vaarsi

Clifford C. Williams

Attomeys for AT&T CORP.

295 North Maple Avenue

Rm. 3244J1

Basking Ridge, New Jersey 07920

Danny E. Adams

Steven A. Augustino

WILEY, REIN & FIELDING

Attorneys for THE COMPETITIVE
TELECOMMUNICATIONS
ASSOCIATION

1776 K Street, N.W.

Washington, DC 20006

Charles C. Hunter

Kevin S. DiLallo

HUNTER & MOW, P.C.

Attorneys for TELECOMMUNICATIONS
RESELLERS ASSOCIATION

1620 | Street, N.W., Suite 701

Washington, DC 20006



